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It’s been a long time since real estate activity 
REAL ESTATE ACTIVITY started a year so slowly. At the end of Febru- 

ary it had struggled back up to 12. 9points above 
normal - from its January low of 11.4. Although still comfortably above the 
normal line, our national index is plainly lagging the early efforts of the last 
several years. By way of comparison, look at the figures for the first 2 months 
of each year since 1950. 


1950 1951 1952 1953 1954 
January 21.6 23.3 17.8 16.6 11.4 
February 24.0 25.4 20.1 20.1 12.9 








In seventy-five percent of the cities reporting to us, this picture was repeated 
with varying degrees of intensity. In the other twenty-five percent, modest in- 
creases were noted over January-February 1953. 


The slow decline in real estate activity has been going on for some time. It 
has possibly been accentuated by the general readjustment that is afflicting the 
entire economy. The confidence of the consumer has been shaken. He is more 
reluctant to buy, particularly if buying means a long-term commitment. If you 
need more proof of this than your own sales records, look at the latest survey 
of consumer intentions conducted by the Board of Governors of the Federal Re- 
serve System. It found consumers less optimistic than at any time in the recent 
past and indicating intentions to buy less real estate and common stock. Although 
the Board does not put forth the results of this survey as a forecast, it does 
point, rather heavily, to the fact that the survey has accurately portrayed what 
was to come eight times in a row. 


If this present readjustment continues, the entire economy is in for a bad 
time, and real estate will suffer with the rest. On the other hand, even a slight 
and sustained upturn in general business can bring consumers into the real estate 
market in greater numbers. Needless to say, the long-awaited housing legisla- 
tion now being worked on can also have a marked effect on the swing of the real 
estate barometer. 


Over the long pull, real estate activity is headed down, but there is a good 
possibility of some recovery before the year is out. 
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While our national mortgage index is somewhat 
REAL ESTATE below its year-ago level, it is at least momen- 
MORTGAGE ACTIVITY tarily strongly on the upbeat. 


Here is how January-February compare for the past 5 years. 


1950 1951 1952 1953 1954 


January 194.5 203.5 177.7 196.4 190.6 
February 198.3 200.9 184.8 204.8 197.0 


The market for FHA-VA loans is steadily improving over most of the coun- 
try, and the brisk beginning of this year’s housing starts speaks well of the supply 
of lendable funds. Although it will not be so good a year as 1953, this year could 
well be a very satisfactory one for the mortgage lender, providing, of course, 
the economy gets through readjusting itself in the reasonably near future. 


The preliminary figure for our sales price index 
RESIDENTIAL indicates that the average price of existing homes 
SELLING PRICES declined from 300 in January to 296 in February. 
This means that the average price of $15, 000 in 
January had dropped to $14, 800 in February (compared with a peak of $15, 500 in 


REAL ESTATE SALES PRICE COMPARISONS IN FEB. 1954 


330 


With preceding 
month 


REAL ESTATE SALES PRICE INDEX 


With same month } 
preceding year 1953 1954 
Probable selling 
42.0% Selling price of a house: 
price that sold for 
Date index $5, 000 in 1939 


1939 100 $ 5,000 
1940 (2nd half) 110 5, 500 


June '52 & Oct. ’51 peak 310 15, 500 
With peak (October 

10 1951 and June 1952) Jan. °53 14, 350 

pas Oct. °53 290 14, 500 

4.570 Nov. ’53 287 14, 350 

Dec. "53 300 15, 000 


Jan. °54 300 15, 000 
Feb. '54 14, 800° 


*Preliminary. 














June 1952 and October 1951). The figures also hinted at a further small decline 
in March. Since this is a very sensitive index, it is difficult to guess which way 
it is going to go from month to month. However, we think it will continue in 
a slow downward trend. Wedo not anticipate any drastic price breaks in the 
foreseeable future. 


The chart below, showing the number of board 
LUMBER CONSUMPTION feet of lumber consumed by various sections of 
AND PRICE CHANGES the economy, needs very little explanation. The 
line showing consumption of lumber in building 


and construction does not include any lumber used by the railroads in any of their 
operations. 


The chart on page 114 shows the changes in wholesale lumber prices attributable 
chiefly to changes in supply and demand. Theblue line shows the wholesale 
price of lumber adjusted for changes in the value of the wholesale dollar. The 
red line shows the percent of stocks on hand represented by new orders. When 
the supply was low and the demand was high, as was the case in 1947, the percent 
of stocks represented by new orders rose rapidly, and so did the price. Now 
that the supply is high, the line representing new orders as a percent of stocks 
has dropped sharply. However, prices have dropped comparatively little be- 
cause the demand is still brisk enough to keep them at a near-record level. 

(cont. on page 114) 








CONSUMPTION OF LUMBER IN THE UNITED STATES 
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nt 

































































Billions of Board Feet 
Billions of Board Feet 




















































































































General Business Activity > 


Cc Trust C 





oe 











1949 1950 1951 1952 ~=«:1953 1954 























@" Room Frame House (St. Louis) 
Building Cost 


Use Scale at Right ; 
, 15 
| | LJ 
wh 


® Residential Rents 


Use Third Scale at Right 


@ Real Estate Activity 
Number Voluntary Transfers 
Use Seale at Left 


¥ 











1953 1954 


RESIDENTIAL RENTS 


S 














Stee SORE EMOTE a Ca emp ean sm # 


(cont. from page 111) 
It’s too early in the year to tell how far home 
RESIDENTIAL building will go in 1954. It seems to have started 
CONSTRUCTION VOLUME briskly enough, but not so briskly as the four 
previous years. 


1950 1951 1952 1953 1954 
January 78,700 85,900 64,900 72,100 66,000 
February — 82,900 80,600 177,700 179,200 73,000 

Total 161,600 166,500 142,600 151,300 139,000 





There are several reasons for believing that home building will be good in 
1954. The money supply is improving right along and the chances are that it 
will continue to be comfortably adequate. Congress, with one eye fixed on the 
fall elections and the other on the nation’s economy, is likely to write a stimulating 
housing bill. Home builders, alert to buyer reluctance, are determined to meet 
it with better houses and more vigorous sales efforts. Finally, although the 
housing shortage is a thing of the past, the supply has not been overbuilt to any- 
thing like the extent it was during the last boom. 


Our residential construction index is adjusted for population changes. In 
other words, our index is the number of nonfarm residential units started each 
year adjusted for the number of nonfarm families. It is based on the number 

(cont. on page 116) 





EFFECT OF CHANGE IN THE SUPPLY & DEMAND 
RELATIONSHIP TO LUMBER PRICES IN A STABLE DOLLAR 
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INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 
March 1954 





SIX-ROOM BRICK HOUSE 

(FRAME INTERIOR)* 
Content: 23, 100 cubic feet 

1,520 square feet 

Cost 1939: $ 6,400 

(27. 7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $17, 220 

(74. 5¢ per cubic foot; $11.33 per square foot) 
INCREASE OVER 1939 = 169.1% 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1,165 square feet 

Cost 1939: $ 5,440 

(21. 8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $14, 924 

(59. 9¢ per cubic foot; $12. 81 per square foot) 
INCREASE OVER 1939 = 174. 3% 





SIX-ROOM FRAME HOUSE* 
Content: 24, 288 cubic feet 
1,650 square feet 

Cost 1939: $ 5,671 

(23. 4¢ per cubic foot; $ 3.44 per square foot) 
Cost today: $16, 425 

(67.6¢ per cubic foot; $ 9.95 per square foot) 
INCREASE OVER 1939 = 189. 6% 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 

Cost 1939: $3,392 

(28. 0¢ per cubic foot; $3.42 per square foot) 
Cost today: $9, 318 

(76.9¢ per cubic foot; $9.39 per square foot) 
INCREASE OVER 1939 = 174. T% 





*Costs include full —" 
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(cont. from page 114) 
of units started each year per 1,000 nonfarm families. The biggest year we 
ever had was 1925, when we started 46.6 units for every 1,000 nonfarm fam- 
ilies. 


Now, let’s make a few comparisons. During the 20-year period from 1915 
to 1934, the average rate of nonfarm residential starts was 24.5 (per 1,000 
nonfarm families). In the past 20 years, the average rate has been 20.0 units. 
From 1921 to 1929, the extreme length of the last housing boom, the average 
rate was 37.5 units. From 1946 to 1954* the average rate has been 28.1 units. 


If we compare the heart of the last boom (1923-1927) with the 1948-1952 pe- 
riod, we find that the average rate during the boom of the twenties was 43.4 
units against an average rate of 30.0 units in this boom. 


Actually, we don’t know how close we are to being overbuilt, and it can’t be 
known because housing demand is so elastic and tied so closely to the economic 
well-being of the individual family. If we go into a deep, drawn-out depression, 
we will find that we are already overbuilt - vacancies will increase, new houses 
will have their prices slashed (and remain unsold), foreclosures will rise, and 
the whole economy will suffer. 


However, we think this grim picture has slight chance of being developed. It 
is a possibility, but we have used it here to show how difficult it is to know whether 
or not overbuilding has been done by looking only at the construction rate. What 
the evidence does suggest, however, is that in the horrible eventuality of another 
depression, the real estate and home building industry is not nearly so vulnerable 
today as it was in 1929, and should weather a severe depression more successfully 
than it did before. 


AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 11 MAJOR CITIES OF THE UNITED STATES 


March 1952 4.998% 
March 1953 5.007 


December 1953 5.110 
January 1954 5. 187 
February 1954 5. 240 


*Assuming 1, 000, 000 units in 1954. 
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